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MEMORANDUM FOR: Chief, 0/BPAM 


SUBIECT ' mGEchate va Re ntal a age coun Sapment 


REFERENCE : Deatt eolice statemen nt, game subject, 


: dtd 23 Oct ag tattached). | 


= as 


The attaghed cancer on muvchage versus rental of 
computer equipment, per your telecon ghete aeeiey 

2. Phoayer tvfed te mate the - neliow state nant in narasraph 
39 on equipment purchase as nouktive &G possibie. 


3. Computer managers in general are understandably 
apprehensive about commitment through purchase toa particular > 


ILLEGIB 


wi @4 rapiciy developing one for the next three to five years, at. 

least. And the computer industry certainly will continue to be 7 
characterized by change and advancement as well. ClA mustbe_. 
postured to take advantage of technical improvements and to adjust” 

its computer resources to accommodate work} oad extensions. 


of med, % Tey 2th eer iy son.g? Jeg aes Ga caf get imehage c eR uouting 3 
baulemiaat. very  decdcalay atiention must be yee to. condition 
5,C, {2} in the attached statement. * EAP OEEN ERE Os 


5. In site of the eadtion clearly called for in proceeding © 
down the purchase route, I de feal we may conclude that purchase of 
some elements of the new generation computing complex now being 
planned is reasonable. Although the OCS workload is mere dynamic 
than NPIC's or RID's, OCS is the CLA Computer Center and may be 
iarge enough in its future configuration to provide the best (least 
risk) laberatory for pak daa the purchase concept for new generatice 
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gear. Accordingly, I = a - seal tearm now at work 


on the equipment question in QCS to weigh very carefully the 
purchase issue in the Light of the attached policy statement in 
generating its equipment recommendations for the CLA Cornputer 


Center, 


< fOSE PY BECKER ° 
gp MHESISRRE Directar 
"Computer Services 
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Of8 Statement oe 


- BOB Ground Ret Rules 


Purchase in preferred | 
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CONFIDENTIAL 


BOB Greund Rules 
_ ) The broak-even 
point in cost througa 


purchase rather than 


years or leas. 


“Ey The present and : 


. projected work shoacdk is ee 


io such eeu equipment © 
purchased will sats ty 

be ae nesena the: 
break-even point. 


&. Lease-with-option- 
Aa i o is 


Q) Projection of 
workioad and hard-- 
ware needs is not | 
firen or clear because 
a period of additional 
eperation is required 
before a valid pro- 
jection can be made. 
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BUT 


 vental will occur in six ” 
o malatsnance contracts. es 
oss ({Thie condition fala 


OCS Stateraent 


{2} The besak-even point for 


_wigst pieces of equipment doea 


oceur within the six year time . 
frame, even including cost of 


perenssert 


ay. The ¢ CLA opine workiond 


ia eth under vapid development. 
““o Ig the past four years, 22 new 


aumiguiny unite oy updated cone 


- figeratious have been acquired. 
-. Workload projections guagest 


to- capacitiag af current 


sae will bave been 
sg belare a ureake 


even suhag in ‘coat would be 


shove of bia 


Beer awe isi duliy cox sapetible. 
gear. 

(This condition sugzaats pontal 
of present equipment. } 


fy The CIA computing efferts 


in RID, NPIC, and CCS ara now 
enough that golid projections sof 
hardware requiremests for a 
gim-ysar periad are not feasible. 
(Condition suggests non-surchase 


and great cautioa in lease-with- 


option-te-nurchasa. } 
Are menetainiie te RMON RE 
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elements af this third-generation gear may, baad prove. 


Approved Fon Release 2004/05/05 : oO RDP85B00808R000200070043- 9 


BOB Ground Rules OcSs Statement 


fe Laas lotthout outhons 


te te purchase) a ‘pra- 


debe eesice: 


ob Ww ‘Metther purchaze (1) The status of CIA computing — 
2) Or lease-with-option-. _ programe aud the recent advent = 

° ¢oepurchase tw indicat~' of third generation equipment 
\ gd, per the akowe. . _ oa the computer market ‘euggest . 


Se mb oo LACS a ew 


or “Ear, 


appreciably lower « costa per unit of data processed. 


emer In view of ive great promise of this isd-peaceanie” 
gear, ocs withdrew last anna: its recommendation for pazekaes 
= certain ee of prguens ‘¥ same = aimee ey i: 


desivable because {1} thia gear is a dramatic step forward in. 
capability and cost, (2) ites several medels share 2 high degree of 
compatibility and modularity; and (3) it is new gear interms of the. 
state-of-the-art and so tends to juatify a. presumption ‘of pix or more ae 

years of life before obsclescance scta in.’ If ever the purchase of 
equipment is “safe" in thie dynamic computer field, it should be . 
saie in the initial period of anew diaambeaien equipment. rt 


There is, nonctheless,. an -eloment of risk ia the. 
Gurchass of any new aad therefore unproven, evr cee ‘gear--from 
the points of view of both hardware pand software. F 
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prebable best solution In smoving to third-generation gear will be 
the recently announced IDM 360 system. The risk in buying this 
vertioular new peeduct te reduced by ( the excellence of tha 

veduet aonsameed, 2} the fy athe work's erestest eamicester 
corpoyation, with its unparalleled resources, is solidly committed 
ts the gucecese of the 369 eysterm (both hardware and software); aad 
{3} the additional fact that the 154 360 ob beans will certainly have 
the world's largest user ponglation, thereby Lonel mpianiae 2 wisity 
ang cpinnidecs &o the as Sali 


oa 
* 


et 


. ; A (aaiber word on a Sientiiin of es of Isa 360 
components. wo Galentation of the brach-aven point on purcheee 
wa Tontal ie intlusacesd (in faves of purcasea) hy the rental costes of 
secant and third-ghift operations. A new factor regarding the 
{2A4 369 syste da that cacond~ and thirdeshif rc>ental charges haye 
iowa substantially yeduced by LAM (frem 40): to 19%). Thia ch LAGS 
in overtime rontal practice will rene to lessen the: advantage ot 


srg foment bee goles ghee 


A RK aa, B PRLS 


a. That CIA uot purchage bat continue ta rent 


®. That (Lt exarnine sositively and carefally 
_. the advantages af purchase over rental of its 
: third-generation systema am auch syatemse take 
. shane over the next two te three yeara; 


@ glerments in auch 


cove ()) whieh offer the prospect af net 
lo. Savings in eost (relative to rental) 
within gin years from the date ef 
acquisition; . 


{2} which will costinue to he 
serviceable and unimpeding elements 
within sur computer conligurations even 
though anticipated changes in moaim com. 
poneante asd peripheral units onaur pier 
to the break-even point; 
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(3) which can be effectively 


- berviced under segarate oagineerin a 
Be oo . MMnbenance contracts. 


Origtl ~ Adse 


i a NPIC. 
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OCS -— Equipment -- Purchase vs. Rental 


This question became a matter of active concern to 

computing planners in the U.S. Govt and the BOB set forth 

ground rules for weighing pro's and con's — £xxKxk 

to stimulated consideration of purchase instead of usual 

rental of equipment. Purchase preferred when equipmt cld be 
successfully and advantageously used; the break-even pt in cost 
vs rental wld occur in 6 yrs or less; & present and projected 
workload such that equipmt wld satisfy needs beyond break-even pt 
30 October 1964 - Mr. Becker advised the Chief/OBPAM thru 

that OCS was concerned over the idea of being committed~y purchase 
to a particular computer for over six years since it was 
essential for CIA computing resources to remain dynamic. 

He did, however, feel that OCS as the Agency's Computer 

Center ,WWdsb@arge enough in its future configuration to 

test the purchase concept in the new generation equipment, 
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